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Abstract 
The Transition of China’s Video Websites: A Case Atudy of LeEco 
Qianwen Ai 
 
          TV watching is no longer exclusively a single-screen experience. It now includes multiple 
devices that enable people to watch preferred content on whatever, wherever, and whenever it is 
most convenient. In the first 15 years of the 21st century, China’s video website industry has 
been rapidly growing and evolving.  
 
          Meanwhile, video website has changed lifestyles and habits worldwide. Online video 
industry has become larger and more complex. Among all the other countries around world, 
China makes a good example. Till 2015, China has the largest amount of online video 
subscribers. The number is near 450 million and still increasing. Nearly 80% of the internet-
connected population are frequent video website surfers.  
 
          The major video websites including LeTV ( now LeEco )1, Youku, Sohu, IQiYi etc are 
changing and competing in providing collection of options for online users - from smartphones 
to gaming consoles, the family room couch to the airport, live to original contents, and 
everything in between.  
 
                                                 
1 For the remaining of this thesis, LeTV refers to video website business of the company, 
whereas LeEco refers to the entire corporation.  
 VII 
          The LeEco can greatly be used as a reference to show public how the competition works. 
LeEco is a Chinese technology company specializing in internet-related fields, and one of the 
largest internet streaming media providers in China, which is engaged in business including 
Internet TV, video content creation and distribution, large-screen application and smart features 
development, while constructed an ecological system with complete value chain loop, promoting 
its innovative and remarkable enterprise’ development in some dimensions.   
 
          LeEco is the unique and first video website in China which stepped to innovate with the 
eco system concept and later on the previous competitors are taking the ways of LeEco for 
references. Therefore, researchers take LeEco as a case for studying and analyzing the transition 
of China’s video websites. Researchers points out three research questions to identify the trend 
of development of the video streaming websites and the factors behind the leading companies’ 
success. We argue that among various strategies, ecosystem is the most crucial one for LeEco to 
make significant turnaround.  Meanwhile, the study also analyzes the future challenges and 
opportunities for the LeEco using the SWOT framework.  
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Chapter 1: Introduction 
Introduction 
          In 2005, YouTube was launched as the  first  video  website in the world.  It offers a platform 
for individuals to upload and share video slips. One year later, in 2006, video-streaming websites 
began to appear in China and started to grow and evolve rapidly. With the scientific advancement of 
Internet technology, video websites in China are also constantly innovating and developing. Video 
websites have influenced and modified the lifestyles and watching habits of many Chinese people.  
 
          By the end of 2014, according to a iResearch research report on the industry showed that China 
owns the largest number of online-video viewers. The amazing number approached 450 million and 
covered nearly 80% of all internet-connected population. IResearch projected the number to each 700 
million by end of 2016. Moreover, people are using multiple devices for online video streaming. 
Wen (2013) reports that about 313 million people in that year watched online video on portable 
devices.  
 
          In America and Europe, online video has yet to supplant broadcast or Pay-TV, but in China it 
seems rapidly to have done so. A government news source reported that in 2012 only 30% of 
households in Beijing watched TV, down from 70% three years earlier—although official figures are 
not always reliable. (The Economist, 2013) 
 
          In 2012, the concept of OTT (Over The Top), which refers to delivery of media content over 
the Internet with existing broadband connection, rather than to involve multiple-system operators to 
control or distribute the content, began to impact China’s TV industry. However, in May of the 
following year, LeTV, one of the China’s major video websites, launched the first SuperTV and 
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attracted attention from the entire industry. The competitors of LeTV including Youku and IQiYi 
also brought OTT TV manufactory into their future plans. Meanwhile, the traditional networks 
greatly realized the threats from OTT TV.   
 
          Compared with traditional television, video website started with the UGC (User Generated 
Content) mode which encouraged online users to devote time in uploading and sharing video 
resources on the websites. Gradually, the simple mode transited to PGC (Professional Generated 
Content) which means professional video production companies were hired to create and produce 
video contents for online users. The video resources online are customized to satisfy users’ demand. 
By contrast, the traditional television networks were regulated by SARFT (The State Administration 
of Press, Publication, Radio, Film and Television of the People's Republic of China)(SARFT, 2015), 
the FCC in China.  
 
          LeTV once known as China’s Netflix was founded in Beijing in 2004.  It was basically a 
video website then and was popular among online streaming audience and famous for its 
comprehensive entertainment libraries in China. 
 
          Since the launch of Le SuperTV in 2013, LeEco started to extend its structure of business 
to Internet TV, video content creation and distribution, large-screen application and smart 
features development. LeEco also expanded to set-top boxes and smartphone manufacturing 
market. They even developed an e-commerce platform to sell their own electronics products, 
such as VR headsets and content creation tool. Moreover, LeEco also started to penetrate into the 
internet finance industry and cloud computing sector. LeEco also constructed an ecological 
system with complete value chain loop, prompting its innovative and remarkable enterprise’ 
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development in multiple dimensions.  
 
Source: New fortune 
Figure1: LeTV’s share price and major events 
          During the past years, LeTV made remarkable transitions and built a complete ecosystem. 
It can be seen from the figure above. The curves showed us that the big progressed made by the 
company and influenced its share price in positive way.  The company followed the guiding 
principle of providing “Complete Ecosystem, Groundbreaking technologies, and disruptive 
Pricing .Researchers did deep research regarding the transitions for LeEco and took it as a case 
for analyzing the transitions of China’s video websites.  
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Chapter 2. Literature Review 
 
          The development of China’s Video websites 
          Online video websites in the world began as video sharing websites, where members of the 
general public can upload and share individual video clips with others through the Internet. 
Google-Videos was launched in January 2005, followed by YouTube and Daily motion. In China, 
LeTV started similar video services at the same year. It can be said that the development of 
LeTV began early and the following operators such as Sohu, Tudou, PPTV, PPS and some 
traditional networks including China Central Television (CCTV) followed its suit and expanded 
into online video services ( Yamada, 2014). 
 
          2006 is a milestone and inauguration to China’s video websites. Supported by a majority of 
venture capitals, nearly 300 video websites started online businesses. The amazing growth was 
halted by the global financial crisis in 2008 and the strict regulations announced by SARFT. 
Almost 90% of the video websites eventually collapsed.  
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          In 2009, traditional TV networks began to enter the online video industry. CCTV, Hunan 
TV, Shanghai Broadcasting, and Phoenix TV gradually built their online video platforms. In 
2010, Chinese video streaming websites entered a more mature phase. Players in the industry 
became stable (Hu, 2013). LeTV, Youku, Tudou all successfully completed IPO’s (Initial Public 
Offerings) and went public. The flourishing stock market helped these video streaming websites 
raise more than $400 million in equity(Li, 2011). At the same time, capitalization generated 
pressure and drove these websites to continually find new ways to maximize profit. By the end 
of 2009, a new word began to appear in the online news about video streaming websites: 
“original content” (Wen, 2013).  
 
          Original content on video streaming websites refers to the content produced by video 
streaming websites, or funded by video streaming websites and produced by professional 
production companies. In 2009, original content began to appear on video websites. There were 
only two original shows on Youku.com. Three years later, there were 19 original programs, 
which were mainly produced by Youku and Sohu TV. By the end of 2014, Chinese video 
streaming websites had produced up to 44 original programs and 734 episodes (Luo, Li, 2015). 
Many industry experts regard 2014 as the first year of significant amounts of original content 
production. By now, almost all Chinese video streaming websites had built professional 
production systems from program planning, content production to content distribution, air and 
promotion (Wen, 2013). 
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          Definition of ecosystem 
          The business ecosystem has been repeatedly refined and reshaped. The prototype of 
business ecosystem was originated from a capital-intensive business with years’ product cycles, 
massive remolded each generation of vehicles and labor-force-oriented industry. There was an 
automobile- centered business ecosystem.    Before the ecosystem form of economic 
coordination has become pervasive on the business landscape, the concept first appeared in 
James Moore's May/June 1993 Harvard Business Review article, (Moore, 1996) titled "Predators 
and Prey: A New Ecology of Competition", and won the McKinsey Award for article of the year. 
 
          Moore (1996) defined "business ecosystem" as “An economic community supported by a 
foundation of interacting organizations and individuals—the organisms of the business world. 
The economic community produces goods and services of value to customers, who are 
themselves members of the ecosystem. The member organisms also include suppliers, lead 
producers, competitors, and other stakeholders. Over time, they coevolve their capabilities and 
roles, and tend to align themselves with the directions set by one or more central companies. 
Those companies holding leadership roles may change over time, but the function of ecosystem 
leader is valued by the community because it enables members to move toward shared visions to 
align their investments, and to find mutually supportive roles.” 
 
          The elements of a healthy business ecosystem 
          By contrast to what has been discussed before, the modern information and communication 
business started from the seeds of semiconductors and Internet. Its fundamental resources are 
complementary, systematically related ideas and strategies ( Moore, 1996), instead of any 
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materials or vehicles. If a business ecosystem is analyzed in a firm, like LeEco, the whole 
process can be defined by what James Moores delivered in The Antitrust Bulletin 2006 spring 
article: 
 
Business ecosystems originate from the unbundling and disaggregation 
of a departmental hierarchy in a firm, rather than the tight bundling 
together of previously independent contributions in a marketplace. The 
unbundling can be by literal breaking open of departments, allowing 
independent organizations to provide alternatives to a company’s 
offerings, or it can be by replicating a complex production process with 
an open multi-firm approach.  
 
          To some extent, the business ecosystem, as a metaphor of the biological ecosystems, refers 
to, apparently, intentional members of economic actors whose individual business activities 
share in some large measure the fate of the whole community or a company. The independent 
departments share the same understanding of the firm facilitates both individuals and the firm see 
various opportunities and to make plans and take action. 
 
          It also has dynamic system to innovate if a firm runs in a form of business ecosystem. In 
Moore’s article Business Ecosystem And The View From The Firm on The Antitrust Bulletin, he 
said: “ Seen from an evolutionary perspective, every occupant of a niche is under constant 
change to keep up with others in the ecosystem. In biology, a species is always evolving to stay 
ahead of predators, competitors, and a variety of parasites and diseases. Sexual reproduction is 
nature’s way of enabling species to roll the genetic dice by mixing DNA from two parents, in 
order to on occasion come up with an unexpected combination that jumps them ahead of their 
co-evolutionary rivals. ” ( Moore, 1996 ) 
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          In the other word, in terms of business ecosystem, a firm, for example, provides the 
technologies needed to carry on its own devices, the devices functions as the exclusive or open 
platform for the firm’s goods and services, and the revenues of the goods and services finance all 
the other sectors of the firm.  
 
          Each part of the business ecosystem, Marco Lansiti and Roy Levien defined it as domain 
of which the system consists. In the article Business as Ecology published on Harvard Business 
Review, Marco Iansiti and Roy Levein also gave the insight of domain: 
 
           “ For an ecosystem to function effectively, each domain in it that is critical to the delivery 
of a product or service should be healthy; weakness in any domain can undermine the 
performance of the whole keystone organizations play a crucial role in business ecosystem. 
Fundamentally, they aim to improve the overall health of their ecosystem by providing a stable 
and predictable assets. ” (Marco, Roy, 2004) . 
 
          Each domain, in fact, take advantage of significant independence to develop and absorb the 
nurture from new technological findings The enough space inside of the firm makes all 
departments need to sustain under pressure of competition from within. which has positive 
contributions to the ecosystem.  
 
          Marco Lansiti and Roy Levien point out three critical measures of healthy business 
ecosystem.      
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1. Productivity.  
The most important measure of a biological ecosystem’s health is its ability to effectively 
convert nonbiological inputs, such as sunlight and mineral nutrients, into living outputs—
populations of organisms, or biomass (Marco, Roy, 2004). 
 
2. Robustness.  
To provide durable benefits to the species that depend on it, a biological ecosystem must 
persist in the face of environmental changes (Marco, Roy, 2004). 
 
3. Niche Creation. 
The ecological literature indicates that it is also important these systems exhibit variety, 
the ability to support a diversity of species. There is some- thing about the idea of 
diversity, in business as well as in biology, that suggests an ability to absorb external 
shocks and the potential for productive innovation (Marco, Roy, 2004). 
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Chapter 3: Methodology 
          3.1 Research Questions 
          The following research questions are addressed in this study: 
 
          Research Question 1: What’s the current transition of China’s video websites? 
          Research Question 2：What kind of strategies has LeEco adopted?  
          Which is the most crucial one for its success so far? 
          Research Question 3：What are the opportunities and challenges of LeEco? 
 
          3.2 Settings 
          In order to explore the research questions above, researchers employ quantitative and 
qualitative methods. These methods have been used in the analysis of the transition of China’s video 
websites. The researchers also choose LeEco, one of the major video websites in China and now a 
model of successfully transformed company, to study the elements that drive it to transit, as well as 
its future opportunities and challenges.  
 
          Content analysis and interviews are conducted for the first and second research questions. 
Surveys and interviews were used for the third research question. The survey questionnaire contains 
17 questions covering information of users’ viewing habits and preferences toward different 
platforms. Among the 17 questions, two questions ask specifically for online video users’ experience 
(if any) of using LeTV.  
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          The survey was answered by a wide range of people from different areas in China who use 
video streaming devices or surf websites. It was conducted through WeChat and Sina Weibo. Wechat 
is developed by Tencent in China. It is as simple as a cross-platform instant messaging service 
provider. As of May 2016, it has more than 1 billion accounts created, with nearly 700 million active 
users.  Sina Weibo is China’s largest microblogging website with 222 million subscribers and 100 
million daily users. The survey takes advantage of these platforms’ broad user base to maximize the 
data integrity. 
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Chapter 4: Results 
          4.1 Introduction 
          The results combine the survey data collected 60 video websites subscribers from different 
areas in China, as well as the feedbacks from the interviews. Researchers will compare and analyze 
the data using multiple methods in order to address the research questions. 
 
          4.2 Results of content analysis 
For research question one, researchers consult research articles and reports on the history and 
development of the China’s video websites. There are three important milestones in the transition 
of China’s video website industry in the past ten years.  
 
a. The development of OTT (Over The Top) and OTT TV 
The concept of OTT caught attentions from the Internet TV market in China in 2012. Before that, 
tri-networks integration-the convergence of the telecommunication, Internet and broadcasting 
networks into one complete system-had already taken place. It has a close relationship with OTT. 
As an important product of the tri-networks integration, the new technology is mainly used for 
the film and TV content delivery by Internet. In other words, people can directly watch TV by 
OTT instead of using the traditional cable TV or satellite TV.  
 
          With the development of OTT, OTT TV was created and promoted to the market. As the 
name suggests, one important service of the OTT TV refers to the television based on OTT 
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technology. In China, the OTT TV service was supported by two methods: one is HTTP 
progressive download; the other is HTTP adaptive streaming. 
 
          According to a recent survey on the usage of OTT TV service of the households in China, 
60 percent of households with broadband subscribe to at least one OTT video service, spending 
an average of $9 per month. OTT TV service is beginning to have a significant effect on cable 
TV providers. 
 
b. The transition from UGC to PGC 
       UGC (User Generated Content) refers to the content which was provided by the online users. 
The online users can upload their homemade videos as well as download the resources produced 
by other users. In China, UGC videos are mostly come along with videos that do not need much 
editing skills. Therefore, they are typically shorter and with rather poorer quality if compared 
with content created by professionals.  
 
          The UGC mode in China arose as a product of Web 2.0. It offered online users the great 
opportunity to get involved in the media content creation-distribution system. Online video 
websites users have the capability to change their role from being passive receivers to active 
content creators, by getting the chance to broadcasting and streaming their own work through 
those websites. In China, some well-known video websites such as Youku, Tudou and 56.com 
are the pioneers of UGC mode.  
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          However, UGC has limitations including low quality, low quantity and lack of 
specialization. Concerning the problems, a new mode called PGC (professionally generated 
content) was created. PGC is usually produced by teams with professional skills and techniques, 
including cameramen, editors and specialists. LeTV is one of the first online video websites to 
adopt PGC in China. It insisted in purchasing the copyright of resources and providing 
professionally produced content.  
 
          China has extremely strict content censorship system. So choosing the right topic for video 
websites become very complicated. From the start, Chinese video websites has been very hard on 
UGC. Back in 2002, China’s two major video websites (Tudou.com and Youku.com) merged 
together. After that, the development trend turned towards PGC even more.  
 
          Under the background of rising prices in the China’s video copyright industry, PGC in a 
few years ago has become a major battleground of video site. Industry data show that in 2015 the 
PGC production increased rapidly which covers the overall valuation of the entire market, close 
to 2.5 billion; the data in the coming years are expected to have a substantial increase. 
 
          As a typical PGC mode company, LeTV is specializing in the production of content. The 
LeVision, which is the subsidiary of LeEco, it partly produced and distributed the 
controversial films including movies Tiny Times and Tiny Times 2.  The first run of that movie 
series was on the website and free for the subscribers of LeTV. Besides established the 
subsidiary for production, LeEco also successfully acquired Flower TV for nearly 1.6 billion 
Chinese Yuan, which is around $261 million. The production studio was rarely heard by public 
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before the acquisition. However, it transpires that the Flower TV was actually an award-winning 
TV production studio. It has been behind several popular Chinese TV series over the years. (Paul, 
2013) 
          Moreover, LeTV has specific plan for support the PGC to improve. The plan including 
fostering 7000 billion for the excellent IP production teams, establish the streaming platforms on 
Le-phones for the PGC teams, and the “100 ads divided into mode” which means LeTV delivers 
all the ads profit to the PGC team. All the plan mapped aims at improving the production of PGC 
teams and encourage the high volumes with high quality.  
 
c. The integration of IPTV and Mobile TV 
          IPTV stands for Internet Protocol Television and since 1995 it's been used to describe 
video and related services delivered over the internet. In the past this has meant sites like 
YouTube or even just videos posted onto website pages (Ty, 2010). 
 
          According to the report regarding IPTV users in China, IPTV users has reached 78.73 
million by 2015, promoted by "integration of three networks" revolution in China. The amount 
was estimated to increase 32.83 million households in the following year.    
 
          Due to the limitations of IPTV, the mobile TV has become the main rival for IPTV. If the 
streamed data is unreliable, IPTV would be extremely sensitive to packet loss and delays. It uses 
the Internet Protocol and requires real-time data transmission. Mobile phones are able to take the 
place for efficient service terminal for video resources. Meanwhile, mobile phones are easy to 
bring everywhere with high speed Wi-Fi and flow signal.  
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          The China Internet network information center (CNNIC) issued the latest report regarding 
China Internet network development state statistic. In June, according to a report by the end of 
2015, The online users of video websites approached 461 million, 76.8% of the number was 
contributed by mobile phone users, up to 354 million. Obviously, the growth of the mobile TV 
users stated the trend which is increasing people prefer mobile TV to IPTV.   
 
          4.3 Results of the survey 
          The survey conducted for collecting the preferences of China’s video website users. 
Researchers promoted the survey by WeChat and Weibo which covers the diverse majority of 
online surfers in China. There were 60 feedbacks from the participants. Among the total, 27 
people were male and 33 were female which is consistent with other surveys showing that 
female users spent more time and watched videos more frequently. 65% of the participants are 
between 19 and 35 year  old.  Researcher also received 3 feedbacks from the age range of 13-18 
and another 3 from participants above 65 years old. According to the result of Question 3, over 
90% of the participants have College Equivalent Degrees, bachelor degrees or graduate degree. 
65% of the participants earn ￥5000-10000 and 20% of the participants earned more than 
￥10000 a month. 40% of the participants are currently residing in Beijing, Shanghai, 
Guangzhou or Shenzhen, the four most developed and competitive cities in China.  
 
          Question 6- 13 were based on the preferences and habits of China’s website users, 
including their use of video streaming websites, the preferred video websites, the devices of watching, 
and the frequency, duration of surfing video websites.  
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          Question 8 (Which video streaming websites do you usually use?) is a multiple-choice 
question. Researchers use the data to infer the usage distribution of China’s video webistes. Among 
the 60 participants, 54 people had previously used video streaming websites, in contrast to 6 people 
who have never used video streaming websites. 65% of participants used LeTV and Sohu TV, and 
55%  used IQiYi. In the common usage of other sites, 35% used Tudou and Tecent TV, 25% used 
Youku,  20% used other platforms.  
 
 
Resource: sojump.com  survey 
Figure 2: Usage distribution of China’s video websites. 
 
          Meanwhile, 43% of the participants surfed video websites everyday; 26% of the 
participants enjoyed video websites 4-6 times per week; 22% surfed 1-4 times per week and 9% 
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surfed 1-3 times per week. And among the online users, nearly 57 % participants spent 1-3 hours 
each time they watch online videos.  
 
 Resource: sojump.com survey 
Figure 3: e-devices usage distribution of China’s video websites. 
 
         From the figure above, up to 85% of the participants prefer to watch by smartphone. 
Smartphones have become an essential and must-bring object for daily communication. It’s 
available for almost all functions previously exclusive to laptop. Meanwhile, 75% usually use 
tablets and 65% use laptops. 30% of the participants used smart TV for watching. 
 
         Up to 60% of the participants chose comedy, drama and movie to watch on video websites 
and 80% said surfing the video websites were for relaxing and fun. Based on the choices of 
Question 12, 35% of the participants chose LeTV as the best platform that meets most of their 
demands. 30% chose IQiYi.  
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         Question 14 is designed to capture the popularity of original shows, movies and variety 
shows published by LeTV and its subsidiary, Flower studio.  
 
 Resource: sojump.com survey 
Figure 4: Popularity of original shows, movies and variety shows by LeTV & Flower studio. 
 
         The results from the figure show clearly that The Legend of Mi Yue directed by director 
Xiaolong Zheng was the most watched drama. 50% of the participants watched Tiny Times and 
Go Princess Go. However, it's worth mentioning that LeTV aims at producing 30 original film in 
2017 and 400 episodes every year. In order to earn both quantity and quality, LeEco signed 
production contracts with celebrated Chinese film directors including Yimou Zhang, Xiaolong 
Zheng, Ke Xu, Chuan Lu, Xiaosong Gao and Jingming Guo to ensure the quality of the Le-made 
films.  
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 Resource: sojump.com survey 
Figure 5: Preferred subscription for the video websites 
 
         Based on Question 16 regarding the subscription fee for video websites, 45% prefer ￥ 5-
20 for every month as the acceptable price. 25% of the participants chose less than ￥ 5 and 15% 
of the people are not willing to pay for the video websites at all.  
 
         4.4 Results of the interview 
         To answer the second and third question on the topic of transition of UGC to PGC, as well 
as the opportunities and challenges of LeEco, I scheduled two interviews with Li Yu, the 
previous news anchor of Shanghai Media Group (SMG), now the independent project manager 
of SMG responsible for reality show production and Jinjin Feng, the senior business manager of 
LeEco China responsible for the business strategy and development for the company. 
         a. Interview with Li Yu: 
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         Q1: As a project manager of SMG, you participated in producing the well-known reality 
shows. From the perspective of a senior producer and manager, how can you distinguish UGC, 
PGC in China’s video website industry? 
         A1: Generally speaking, UGC stands for user-generated content and refers to original 
content made by the online video website users who were willing to upload the clips as they 
produced. However, UGC means a bit different nowadays because some of UGC are unique and 
with strong personal characters. For example, increasing number of influencers arose in China 
and they are very popular because the clips made by themselves. Just like the people with their 
own channels on YouTube.   
 
         However,  PGC is produced by professional teams and is monetized through advertisement, 
syndication, merchandising, and other business development.  A majority of video websites 
operated with PGC mode including LeTV, Tencent and Sohu. The fact is the mode is the correct 
way for business. PGC can provide high-quality and large quantity of contents regularly  and s 
specifically for the video websites. Moreover, the UGC mode only targeted a certain group of 
people. In contrast, PGC meets both the viewers and the video websites. For the video websites, 
PGC is the more lasting and beneficial mode because of the professional contents can be turned 
in revenue of copyrights. Meanwhile, the high-quality PGC is the competitive advantages of the 
video websites. On the other hand, for most of the website users, they prefer spending less time 
but obtaining more resources that make them feel relax or get knowledge. Therefore, the PGC, 
which was produced by professional teams with high quality and quality, was more preferred by 
the users.  
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         b. Interview with Jinjin Feng: 
         Q1: We know that LeEco was called the China’s Netflix, but LeEco has far outgrown 
its origins. What’s the progressively plan of the expansion? 
         A1: LeEco was founded in 2004 and grew as an online video website. But nowadays, 
especially in 2016, LeTV rebranded to LeEco which means a significant transformation for the 
company. People define LeEco as a tech company with the bundled services instead of the online 
video provider. Meanwhile, Mr. Yueting Jia, the CEO of LeEco individualized a business plan 
for the company and actually LeEco has achieved some shifts. Till now, LeEco comprised of a 
number of subsidiaries including Le Vision Pictures, Wangjiu.com, LeTV Investment 
Management, and Le Mobile. 
         For example, LeEco launched the first line of Smart TV in 2013 and debuted smartphones 
two years after. The phone service was not the advantage of LeEco at the beginning. Therefore, 
it’s risky project to start in 2015, especially among a group of strong competitors, like MI, 
HUAWEI，OPPO etc. Hence Le Superphone decided to target at the specific young consumers. 
Most importantly, the phone bundles the LeTV subscription services which cost customers less 
money and time for the related online streaming watching. From 2015, Every device from LeEco 
will go bundled with the one year’s free subscription to the new membership plan. “We started 
from LeTV, but LeEco is the future.” Jinjin Feng emphasized. 
         Q2: In your professional opinion, what makes LeEco branch out to other multi-
sectors and be so successful? 
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         A2: First of all, the CEO, Mr. Jia, his LeEco strategy put the company on the radar of the 
industry and made the company stand out for the sheer range of its acquisitions, investments, 
new ventures and the unorthodox style. It’s the long term vision for the company, it’s the 
direction.  
         After that, the company prefers to do vertical integration. We clearly know the trend for the 
video websites should be changed; the simple subscription way won’t work for long. The 
Chinese online users desire some platforms that can provide efficiency, convenience, and 
comprehensive services. Moreover, what the video website surfers are pursuing is no longer 
exclusively at device level. They need more devices with connections. So we synthesized the 
devices and contents. It’s not hard to see that LeEco performed good in the past 3 years. In 2004, 
its revenue was around $1.5 billion; and it hit $1.3 billion in the first season in 2015. It sold over 
4 million smartphones in 2015, and the projection for 2016 is 15 million. LeEco has expanded to 
the U.S. and India market, and also aiming at South America. 
         In conclusion, the success, or more precisely, the progress that LeEco has achieved so far 
was based on the transitions. The transition from LeTV to LeEco helped the company to shift 
from a basic video website to a conglomerate.  
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Chapter 5: Discussion 
         5.1 Introduction 
         With the rapid development of technology and the increasing demands of the online video 
website users, the overall online video industry is changing. As the researchers discussed in 
Chapter 4, China’s video websites has encountered the transition from UGC to PGC, which 
pushed the major players in the industry to produce original and attractive contents. Moreover, 
the development of OTT TV and the integration of IPTV and mobile TV also dramatically 
changed the traditional way of China’s video websites’ modes. Every single video website is 
innovating innovating new contents, adopting new business model and expanding to multiple 
divisions. All these competitors have to catch up the growth, or be eliminated. 
 
         In Chapter 4, the researcher conducted a survey for the users of China’s video websites and 
two interviews of the experts in China’s television industry. Regarding the transitions of UGC to 
PGC, and the opportunities and challenges of LeEco, researchers will further use a SWOT 
analysis for the company’s strategies according to the results collected in the previous chapters.  
 
5.2 SWOT Analysis 
a.  Strength  
- Multi-platform broadcasting 
         LeEco owns a multiple platform consists of super phone, super TV etc which can be 
connected through the account. It means efficient and convenient lifestyle and meets the 
demands of young users which is the majority of subscribers.  
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         The multi-platform broadcasting is available for the Le account and product owners. 
The customers can simply log in the same account on phones and TVs with the same 
account. After that, it’s easy to connect the phone and TV wirelessly and efficiently. The 
only setting for this connection is using the mobile application developed by LeTV. The TV 
can perform all functions on the LeTV application. Meanwhile, the phone can be used as a 
remote at the same time.  
 
         According to a report from China Daily, by the end of 2015 the LeTV application has 
been downloaded by over 50 million times. By comparison, the total worldwide installed 
base of Apple TV as of December 2015 was about 25 million.  
 
- Long-term vision of the company 
         When LeTV was established in 2004, few video websites were willing to purchase the 
high-cost copyrights. They were more willing to rely on UGC, which is free and readily 
available. However, LeTV started with the PGC mode and decided to purchase copyrights 
for high quality videos at the very beginning. The market has later proven that PGC is much 
more sustainable in the long run than UGC and because of LeTV’s early adoption, it has 
been the most dominant player in the field.  
 
         The CEO Jia Yueting insists in the new eco system model and actively recruits talents 
from other industries. The talents who are now the executives of LeEco divisions made great 
contribution to the incredible performance of the company. For instance, Zhang Zhao, the 
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former head of the third largest film distributor in China, is now the CEO of LeVision, and in 
charge for content production. He has great reputation in the industry and is very 
experienced in media production. After Zhang Zhao took the reins of LeVision Pictures, he 
demonstrated the studio’s operating capabilities by distributing the Expendables franchise 
and Zhang Yimou’s Coming Home, Tiny Times 3 and other big films. In 2014 LeVision 
Pictures earned more than $480 million in box office revenue. During the third quarter of 
2014, the company jumped to first place among China’s five biggest private film companies 
(LeTV, 2015).  
 
- Higher quality and quantity original content 
         According to LeEco’s company blog, LeTV had 13 million daily visitors in 2011. It 
had a library of 4,000 movies and 70,000 TV episodes. In 2013, the daily visitors increased 
nearly 40% and reached 17 million. The library expanded to 5,000 films and 100,000 TV 
episodes, was larger than the market leader– Youku Tudou provided 4,500 films and 3,600 
TV programs. 
 
         Meanwhile, more video websites were established. The problem of homogenization of 
content was inevitable, and online audiences could watch any specific popular show on 
every website. Video streaming websites needed to find new ways to fight for unique and 
competitive content (Xiong, 2013). 
 
         For LeTV, the high quality and quantity original contents did great contributions to its 
growth. In 2014, LeTV acquired a Chinese TV production studio, Flower studio (Dongyang 
Huaer Entertainment), which has produced some high rating dramas. Before the acquisition, 
 27 
LeTV also signed production contract with many famous directors in China in order to 
pomote and guarantee the quality of its contents.  
 
         Among the significant contents produced by LeTV, The legend of Miyue should be 
mentioned. The drama attracted 200 million online users to LeTV and created a record 
profit of earning 4-5 million RMB for each episode. The profit would even be higher if 
advertisements and sponsors are included. The great success of contents made LeTV to 
place even more emphasis on the importance of producing high quality contents. In 2016, 
the company distributed 4.4 billion RMB to content production. 
 
- Manufactory advantage  
         The strategy for LeEco to expand business scale is providing high tech devices with 
acceptable prices. Sometimes the price is lower than the cost. LeEco manufactures all its 
devices in China and this offers the company more space to save manufactory cost. 
According to an industry report in 2014, the BOM (Bill of Material) of a Le Superphone 
was ￥1800, and the price was ￥1499. The BOM of Le Superphone Pro was ￥2865, but 
the selling price was only ￥2499. Therefore, the revenue wasn’t from the device itself but 
the subscription after purchasing. Manufactory in China, combined with company’s 
subsidies, allow LeEco to sell its devices at lower prices than its competitors and therefore 
gain larger subscribers. These subscribers, which have proven to be persistent, will bring 
long-term steady growth for the company.  
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b. Weakness 
 
- Risk of subscribers’ habits changing 
            The online video websites users are accustomed to surf the video resources for free. It 
has been difficult for online video websites to persuade users to pay for subscriptions.  
 
 
                                                                                                                  Source: Penguin Intelligence 
Table 1: Comparison of subscription fee of major video websites in China 
 
         As can be seen from the table above on the subscriptions fees of the major video websites 
in China, the subscription fee for LeTV is more expensive than other video websites. The range 
of LeTV subscription is between ￥19- 490. However, according to the results collected from the 
online survey in Chapter 4, 45% of the participants prefer to pay ￥ 5-20 or less every month for 
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subscription fees. 25% of the participants chose less than ￥ 5. 15% of the people were not 
willing to pay for the video websites at all. Therefore, the monthly LeTV subscription fee still 
exceeds the preferred prices for most video website users, especially the subscription for Le 
SuperTV users, who have to pay up to ￥490 a year for the subscription. The high subscription 
fee will not only discourage potential subscribers, but also put a lot pressure on its video content. 
LeEco has to constantly producing the best content among online video websites to justify the 
highest fee. Therefore it is more susceptible to viewers’ taste swings than other competitors.  
  
- Unstable capital chain 
         According to an internal letter released by Jia Yueting, the founder of LeEco, the 
capital chain of the company was in trouble. This was also the reason that directly caused the 
company’s shares to plummet 10.42 percent, a 9 billion yuan loss in market value. 
 
         In recent years, LeEco spent about 10 billion RMB on the LeSEE car project. In 
addition, the company is also trying to enter into global market. The rapid expansion posts 
great pressure on its capital chain. Many industry analysts question if LeEco’s cash flow and 
support its debt. Undoubtedly, LeEco is facing the urgent problem of finding the balance 
between growth path and organizational capacities.   
 
c. Opportunities 
- IP production environment 
         China increased its protection of IP rights and entered into anti-piracy alliances in 2000. 
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This created an incredible opportunity for LeTV, which has been separating itself from its 
competitors as one of the earliest purchasers of copyrights.  
 
         When LeTV was first growing, piracy was the norm in China as there existed little 
protection for intellectual property (IP) and there were few in the streaming industry willing 
to spend the money to establish proper protection mechanisms. However, LeTV insisted on 
buying the broadcast rights for the shows on its platform. Although some laughed at the 
company for its decision at the time, looking at things now, this move enabled LeTV to 
acquire quite a few IPs while prices for broadcast rights were still relatively low. ( Gu, 2015 ) 
 
- The portable trend 
         Nowadays, online users, especially the young prefer to surf websites with multiple and 
high tech devices. According to the results of survey in Chapter 4, up to 85% of the survey 
participants used smartphones for video watching. Meanwhile, 75% usually used tablets and 
65% used laptops. Only 30% of the participants usually used smart TV for watching. The 
result showed clearly that people are more likely to use portable devices. The portable trend 
also offered LeEco more opportunities to improve the ecosystem which integrated the video 
services into Le Superphones and Le SuperTVs. 
 
-  Accurate data for targeting users 
         With the increasing amount of subscribers, LeEco owned a big database of the 
subscribers, which was valuable for its products promotions and the advertisement partners. 
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         Take the high rating drama Go Princess Go for instance. The comedy is about a modern 
playboy who travels back in time 1,000 years and finds himself in the body of a royal 
princess. This type of drama is especially popular among viewrs in the age group of 19-35.                                    
LeTV was able to recommend the videos to the potential viewers by analyzing its 
subscribers’ preferences based on their tastes. As a result, LeTV is more efficient at 
promoting its video content than other traditional sites. Moreover, the data collected can also 
be further analyzed for the development of other LeEco products, including Le Superphones 
and Le SuperTVs. 
 
d. Threat 
-  Increasing competition 
         With the increasing demands of online website users, more and more video websites 
were created. Even some internet companies, with the likes of Alibaba, Tencent and Baidu, 
collectively known as BAT, have extended their reach into everything from mobile payments 
to online video and beyond. The sprawling trend will be the big threats to LeTV. The 
competitors may grab the market share and users. 
 
         Besides the Internet companies, the traditional TV networks began to enter the online 
video industry. CCTV, Hunan TV, Shanghai Broadcasting, and Phoenix TV gradually built their 
online video platforms (Hu, 2013). Meanwhile, there were increasing networks started to set 
up department for producing original contents or cooperation with studios to outsource the 
content production. It may also influence LeEco’s business of selling copyrights.  
 
- The powerful regulations 
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         Changing government media policy influences the current and future development of the 
entire streaming industry. In September, 2011, SARFT issued the “Limited Entertainment Law”, 
which stipulated that beginning in 2012, domestic TV networks were required to limit their 
entertainment content to 9 shows per year. Additionally, only two entertainment programs were 
allowed to air each week on each channel, and a channel could not broadcast entertainment 
content longer than 90 minutes every day during prime time from 7:30pm to 10pm. As a result, 
two thirds of entertainment programs were cancelled since 2012 (Hu, 2013). 
 
         In July, 2014, another regulation issued by SARFT limited the cooperation of commercial 
video websites and the websites which were run by traditional networks, such as CNTV (China 
Network Television), a national web-based TV broadcaster launched on December 28, 
2009.  LeTV had previously built the cooperation with CNTV by setting a “video section” on the 
website. Unfortunately, the regulation forced CNTV to terminate the contract.  
 
         Recommendations for future research 
           Based to the results of this study, there are several recommendations for future research. In 
order to analyze the transition of China’s video websites comprehensively, future studies should 
compare different genres of video websites which started with video service but expanded to other 
business afterwards. Meanwhile, the survey was only posted through WeChat and Weibo. For the 
future research, the survey should be distributed among more multiple platforms to get more 
attention.  
 
         Conclusion 
         After the years of conquering and experiencing the ups and downs of the industry, the 
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uncertainty and challenges become even bigger along with the opportunities for LeEco, which 
has taken big steps venturing into the ultra competitive and international markets,. However, the 
increasing numbers of the annual report and the growing reputation show the preparation that the 
company is ready for vaulting into the top tech giants. 
 
         For LeEco, it actually completed the transition from a video website to a tech company. It 
has unique and unconventional ecosystem mode for future developing. Most of the video 
websites are still acquiring costly copyrights and high subscriptions. Meanwhile, LeEco is 
making efforts in producing good quality original content. The original-content-priority strategy 
exactly meets viewers’ expectations. The China’s online video website users are shifting their 
focus from free, low quality contents to more attractive contents.  Therefore, the key to viewers’ 
stickiness is the high quality contents, which LeEco is leading in the industry. 
 
         The bundled service is also a key element behind LeEco’s success. So far, LeEco has 
already managed to provide an entire series of products including smartphone, TV, Le Cloud, 
etc., which can satisfy customers’ diverse demands. Moreover, the bundled service encourages 
customers to purchase more Le products with less expense as long as they choose the LeEco 
subscription. In addition to the economy of scale, more customers also generate a huge big data 
market for LeEco, which can be a valuable asset for its other business expansion.  
 
         One the other hand, expanding its services to mobile phones, smart TV and even Super cars 
can become a double-edged sword. These seemingly high risky investments help LeEco to grow 
rapidly and distinguish itself from its rivals, but they also post serious challenges to LeEco going 
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forward. Among other weakness for the company, the unstable capital chain can be a huge threat 
to its expansion and even survivorship.  
 
         Since the company started as a video website, LeEco has clearly been tailoring its own plan 
for the future. It set the realistic goals and knew how to achieve them step by step. LeEco is 
focusing its energy at achieving long-term growth instead of immediate short-term return. That’s 
why it is paying the fixed cost to build the Le ecosystem. From a video website to a tech empire, 
the development of LeEco can’t be easily copied, but learnt. 
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Survey: China’s video websites' preferences 
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1. What is your gender?  
A. Female  
B. Male  
 
2. How old are you?  
A. 13-18  
B. 19-35  
C. 36-50  
D. 51-65  
E. 65+  
 
3. Highest level of education. 
A. Middle School 
B. High School 
C. College Equivalent Degree 
D. Undergraduate 
E. Graduate 
 
4. What’s your monthly income level? 
A. Less than ￥2000 
B. ￥2000-5000 
C. ￥5000-10000 
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D. More than ￥10000 
 
5. What’s your current living region in China? 
A. Beijing, Shanghai, Guangzhou and Shenzhen 
B. Hong Kong, Macau and Taiwan 
C. Central Region 
D. Coastal Region 
E. Northeast Region 
F. Other 
 
6. Have you ever surfed video websites?  
A. Yes  
B. No  
 
If “Yes”, Please continue.  
 7. How often do you use these video platforms?  
A. Everyday  
B. 1-3 times per week  
C. 4-6 times per week  
D. 1-4 times per month  
E. Several times per year  
F. I’m not sure.  
 
 45 
8. Which video streaming websites do you usually use? (Multiple-choices)  
A. Youku  
B. Tudou  
C. IQiYi  
D. Sohu TV  
E. Tencent TV  
F. LeTV  
G. Others ____________  
 
9. How long time do you usually stay on the platform each time?  
A. Less than 30 mins  
B. 30 mins to 1 hour  
C. 1-3 hours  
D. 3-5 hours  
E. More than 5 hours  
 
10. What kinds of e-devices do you usually use for online video watching? (Multiple-choices)  
A. Laptop  
B. Tablet  
C. Smartphone  
D. Smart TV  
E. Others  
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11. What kinds of videos do you usually watch on these platforms?  (Multiple-choices)  
A. Traditional News  
B. Entertainment news  
C. Talk show  
D. Comedy  
E. Drama  
F. Variety show  
G. Movie  
H. Documentary  
I. UGC ( User-generated Content ) 
J. Cartoon  
K. I have no specific favorite, watch everything  
 
12. Why do you prefer this/these kind of video(s)? (Multiple-choices)  
A. Contains the latest news  
B. Just for fun and relax  
C. Learn more knowledge  
D. Just for killing time  
E. Being the fan of specific host, actor, or actress  
F. Have no reason  
 
13. Which of the following video streaming websites best matches your preferences from 
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Question 12 ?  
1) Youku  
2) Tudou  
3) IQiYi  
4) LeTV 
5) Sohu TV  
6) Tencent TV  
 
 
14. Which of the following original shows, movies and variety shows published by LeTVand its 
subsidiary Flower studio have you ever watched? (Multiple-choices)  
A. Go Princess Go 
B.  The Legend of Mi Yue 
C.  Tiny Times 
D. Old Boys: The Way of the Dragon 
E. My Sunshine 
F. Red Sorghum 
G. Female President of Personal expert 
H. Others ___________________  
I. None 
 
15. Do you prefer the original show than other video resources?  
A. Yes 
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B. No 
 
16. If you have to pay for a subscription to view the original content of video websites, what’s 
your highest willingness to pay?  
A. I won't pay for it.  
B. Less than ￥5 per month.  
C. ￥5-20  per month.  
D. ￥20- 50 per month.  
F. If the content is attractive enough, I can pay more than ￥50 per month 
 
17. Will you accept a small quantity of advertising to view a show for free?  
A. Yes  
B. No  
 
 
 
 
 
 
